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CONFIDENTIAL KUALA LUMPUR 5388 

E.O.l 1652: GDS 
TAGS: EMIN, MY 

SUBJECT: MALAYSIAN TIN PRODUCTION COSTS 
REF: STATE 140101 (NOTAL) 

1 . AS REQUESTED, WE HAVE COLLECTED THE FOLLOWING 
INFORMATION ON MALAYSIAN TIN PRODUCTION COSTS FOR 
1976 AND 1977. 

A. WAGE RATES: ACCORDING TO SOURCES IN THE 
MINISTRY OF LABOR AND THE PRIVATE SECTOR, WAGE 
RATES IN THE ZUN INDUSTRY INCREASED ON AN AVERAGE 
OF 8 PERCENT IN 1976 AND 10 PERCENT IN 1977. 

B. INTEREST RATES HAVE REMAINED STEADY DURING THE 
PERIOD WITH THE PRIME RATE BEING 7.5 PERCENT AND 
NORMAL COMMERCIAL RATES IN THE AREA OF 10-11 PERCENT. 

C. GASOLINE PRICES: ACCORDING TO OUR SOURCES, GASOLINE 
IS NOT USED WIDELY IN THE TIN INDUSTRY. IN ANY CASE, 

THE PRICE OF GASOLINE IS CONTROLLED BY THE GOM 

AND REMAINED CONSTANT IN 1976 AND 1977 
AT M$3.39 (US$1.41) PER IMPERIAL GALLON FOR 
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PERMIUM AND M$3.01 (US$1.25) PER IMPERIAL GALLON 
FOR REGULAR. 

D. DIESEL FUEL: THROUGHOUT 1976. THE PRICE WAS 
M$1.25 (US 52 CENTS) PER IMPERIAL GALLON. IN 
FEBRUARY 1977, THE GOM RAISED IT TO M$1.32 (US 55 CENTS) 

PER IMPERIAL GALLON AND IN OCTOBER RAISED IT TO 

MS 1.36 (US 57 CENTS) PER IMPERIAL GALLON. 
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E. PRICES FOR DIESEL ELECTRIC POWER GENERATING 
UNITS INCREASED ON AN AVERAGE OF 10-12 PERCENT IN 
1977. 

F. PUMPS USED IN THE TIN MINING INDUSTRY INCREASED 
IN COST BY 8-10 PERCENT IN 1977. 

G. TRUCKS INCREASED IN COST BETWEEN 5-10 PERCENT 
IN 1977. 

2. GIVEN THESE FIGURES, WE ARE UNABLE TO UNDERSTAND 

THE BASIS FOR THE GOM'S CONTENTION THAT PRODUCTION COSTS 

BEFORE ROYALTIES, DUTY AND TRIBUTE, INCREASED BY 30 

PER CENT FOR GRAVEL PUMPS AND 41 PERCENT FOR DREDGES BETWEEN 

1976 AND 1977. IN PARTICULAR, WE HAVE BEEN UNABLE TO 

VERIFY THE INCREASES IN THE COSTS OF POWER, LABOR AND 

MATERIALS GIVEN BY THE GOM (AS REPORTED IN REFTEL). 

WHILE THE COST OF PRODUCTION IS CLEARLY INCREASING, 

IT DOES NOT APPEAR TO US THAT THE INCREASES HAVE 
BEEN ANYWHERE NEAR AS DRAMATIC AS CLAIMED BY THE 
GOM. IF FURTHER DETAIL IS NEEDED, PLEASE ADVISE. 

ROSENTHAL 
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